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CITY OF BALTIMORE DEPARTMENT OF FINANCE

HARRY BLACK, Director
454 City Hall

STEPHANIE RAWLINGS-BLAKE, Mayor Baltimore, Maryland 21202

Honorable President and Members of August 19, 2013
The Board of Estimates
City of Baltimore, Maryland

In compliance with Article VII, Section 8, of the revised City Charter (November, 1964), submitted herewith is the
Comprehensive Annual Financial Report (CAFR) of the City of Baltimore, Maryland, (the City) for the year ended June 30,
2012. The CAFR was prepared by the City’s Department of Finance. Responsibility for both the accuracy of the presented
data and the completeness and fairness of the presentation, including all disclosures, rests with the City. We believe that the
data, as presented, is accurate in all material aspects; that it is presented in a manner designed to fairly set forth the financial
position and changes in financial position of the City; and, that all disclosures necessary to enable the reader to gain the
maximum understanding of the City’s financial affairs have been provided.

The CAFR is presented in three sections: introductory, financial, and statistical. The introductory section includes this
transmittal letter and the City’s organizational chart. The financial section includes the auditor’s opinion, management’s
discussion and analysis, basic financial statements with related notes, and required supplementary information with related
notes. The financial section also includes the combining and individual fund financial statements and schedules. The
statistical section includes selected financial and demographic information, generally presented on a multi-year basis.

Management has provided a narrative introduction, overview, and analysis to accompany the basic financial statements in
the form of a Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to complement the
MD&A and should be read in conjunction with it. The City’s MD&A can be found immediately following the report of the
independent auditors in the financial section of the CAFR.

The City Charter established a Department of Audits under the general supervision of the City Comptroller. The Charter
requires the City Auditor to “annually make a general comprehensive public report of the financial position of the City; in
the discretion of the Comptroller, such report may be in the form of an opinion on the annual financial statements prepared
by the Director of Finance.” The Comptroller has elected to have the City Auditor render an opinion as to the fairness of
the Director of Finance’s presentation of the City’s basic financial statements. Additionally, the Board of Estimates awarded
a contract to the nationally recognized independent certified public accounting firm, KPMG LLP, to perform a joint audit
with the City Auditor of the basic financial statements of the City for the year ended June 30, 2012. Their joint audit report
is contained herein. Their audit was conducted in accordance with auditing standards generally accepted in the United
States and, for the basic financial statements of the City, the standards for financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. On the basis of this examination, the independent
auditors have issued an unqualified opinion that the presentation of the basic financial statements conforms with accounting
principles generally accepted in the United States. In conducting the audit, the auditors performed tests of the accounting
records and such other procedures as were considered necessary in the circumstances to provide a reasonable basis for this
opinion on the financial statements. The auditors also assessed the accounting principles used and significant estimates made
by management, as well as evaluated the overall financial statement presentation.

The independent audit of the City’s financial statements is part of a broader, federally mandated “Single Audit” designed to
meet the special needs of federal grantor agencies. The “Single Audit” was conducted by the City Auditor, and its Report
is available as a separate document.

This report includes all of the funds that we consider to be part of, controlled by or dependent on the City. Professional
judgment must be used to determine whether or not a potential component unit should be included in the reporting entity.
Various potential component units were evaluated to determine whether they should be reported in the City’s CAFR. Three
component units, the Baltimore Industrial Development Authority (blended component unit), the Baltimore City Public
School System and the Baltimore Hotel Corporation (discretely presented component units), were considered to be part of
the City’s reporting entity when it was concluded that the City was financially accountable for these entities. The Housing
Authority of Baltimore City and certain other organizations are not considered to be component units and are not included
in the City’s basic financial statements.
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PROFILE OF THE GOVERNMENT

The Mayor and City Council of Baltimore (the City) is a body corporate and politic of the State of Maryland (the State)
in which all local governmental functions are performed by the City. The City has had a charter form of government since
1797; home rule powers since 1918, and is governed by an elected Mayor, Comptroller and a City Council. The City has a
total area of approximately 92 square miles and an estimated 2011 population of 619,493. The City is a major deep-water
seaport located on the Patapsco River, a tributary of the Chesapeake Bay. It is served by Baltimore/Washington International
Thurgood Marshall Airport in adjacent Anne Arundel County. The City is almost completely surrounded by Baltimore
County, a separate entity, which borders the City on the east, north, west and part of the south. Anne Arundel County adjoins
the City on its southern border.

The City provides the full range of municipal services contemplated by statute or charter, which are provided or paid for by
the City from local, State or Federal sources. These services include public safety (police and fire protection), water and waste
water utilities, highways and streets, sanitation, health and human services, culture and recreation, education (elementary
through high school, provided by a component unit, the Baltimore City Public School System), public improvements,
planning and zoning, parking facilities, mortgage loan programs, industrial development, and general and administrative
services. The City is also responsible for the adoption and maintenance of building codes, and regulation of licenses and
permits, collection of certain taxes and revenues, maintenance of public records and the conduct of elections. These activities
are included in the reporting entity. There are no overlapping local governmental entities or taxing jurisdictions. Accordingly,
there is no overlapping debt of the City.

Under the Charter, the City’s executive functions are vested in the Mayor, the Board of Estimates and an independent
Comptroller. The City’s legislative functions are vested in the City Council. The Mayor is the chief executive officer of the
City. The Mayor is elected for a term of four years and is eligible to succeed herself without limitation as to the number
of terms. If the Mayor is disabled or absent from the City, the President of the City Council acts as ex-officio Mayor. If
the Mayor resigns, is permanently disqualified, or dies in office, the President of the City Council becomes Mayor for the
remainder of the term. The Mayor has authority to veto ordinances, has power of appointment of most department heads and
municipal officers, serves on the Board of Estimates and appoints two of the other four members of the Board of Estimates.

The Board of Estimates is the highest administrative body of the City. It is composed of the President of the City Council,
who serves as President of the Board, the Mayor, the Comptroller, the City Solicitor and the Director of Public Works. The
Board of Estimates formulates and determines City fiscal policy with its primary policy tool being the recommended annual
Ordinance of Estimates, the City’s budget.

Key Budgetary Policies

Balanced Budget: The City Charter (the Charter) requires the operating budget to be balanced. Any difference between
non-property tax revenues and total expenditures are to be made up by adjusting the property tax rate or enactment of new
revenue measures.

Public Hearings: The Charter mandates that both the Board of Estimates and the City Council conduct public hearings on
the proposed budget.

Timely Adoption: The Charter sets forth a schedule requiring the budget to be adopted before the beginning of the fiscal year,
July 1.

Budget Amendment: The Charter provides means for adopting supplemental appropriations funded from unanticipated
revenues and/or new grants and sources that materialize during the year. The City’s policy is to minimize the use of
supplemental appropriations. In addition, the Charter allows for and spells out the procedures for amending the budget to
transfer appropriations between programs within an agency and between agencies.

Six-Year Capital Plan: Guiding the physical development budget plan of the City is the Charter requirement for a six-year
capital improvement plan, the first year comprising the capital budget year. The plan is prepared in conformance with basic
capital budgeting policies, which include appropriating funds in the year in which projects are likely to begin, financing a
portion of capital improvements from current revenues, and estimating the impact of capital projects on the operating budget.

Budget Monitoring and Execution: Budget analysts maintain ongoing contact with agency fiscal officers in the process of
implementation and execution of the budget. Expenditure and revenue projections are developed and reviewed on a monthly
basis. The Mayor, through the Department of Finance, exercises appropriate fiscal management to adjust budget policy,
as necessary, to be within the limits of the current adopted plan. The City Council has the practice of reviewing budget
performance at mid-year and during the fourth quarter.
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Debt Policy: In 1990, the City adopted a formal debt policy which set annual borrowing limits, consolidated all financing
arrangements within the Department of Finance, established refunding and refinancing policies, and set limits on key debt
management ratios. The objective is to maintain the City’s reputation as a locality having a conservative approach to all
aspects of debt management, including debt service expenses, debt retirement schedules, and debt capacity ratios. During
the summer of 2007, the City worked with a team of consultants from Public Resources Advisory Group and Evergreen
Capital to perform a comprehensive debt study and review of the 1990 debt policy. The study did not result in any changes
to the debt policy.

Budget Stabilization Reserve Policy: In November 2008, the City’s Board of Estimates approved a budget stabilization
reserve policy that establishes the basis for having a budget stabilization reserve as well as identifying its maintenance level,
scope of coverage, circumstances under which funds shall be drawn down from the reserve, and the requirements to replenish
the reserve when utilized. The policy stipulates that the reserve serves to provide a budget defense to stabilize a post-
adopted budget that has been impacted by an uncorrectable shortfall in revenues and/or an unanticipated and uncorrectable
emergency expense. The reserve is the revenue source of last resort to avoid a budget deficit. Under no circumstances is the
reserve to be used as a revenue source to balance a planning year budget. The policy further stipulates that the reserve shall
be maintained on any June 30 at a minimum level of 8% of the value of the general fund operating budget of the subsequent
fiscal year.

OTHER FINANCIAL INFORMATION
Retirement Plans

Professional employees of both the Baltimore City Public School System and the Enoch Pratt Free Library, an agency of
the City, are members of the State of Maryland Retirement System to which the City is not required to contribute. The City
contributes to four retirement plans established for all other City employees and elected officials.

City laws require that contributions to its three funded pension systems be based on actuarial valuations. City contributions
to the Unfunded Fire and Police Plan (for eligible employees hired prior to January 1, 1947, all of whom are now retired)
are not actuarially determined, and these benefits are paid from annual appropriations.

Temporary Investment of Cash Balances

The City, through the Office of the Director of Finance, pursues an aggressive cash management and investment program
to achieve maximum financial return on available funds. Depending on cash needs, excess funds are invested on a short,
intermediate or long-term basis at the best obtainable rates. Investments are limited generally to direct or indirect obligations
of the U.S. government and fully collateralized repurchase agreements. The City utilizes the practice of recording investment
income in the period in which it is earned.

Risk Management

The City is self-insured in the area of casualty and property losses, including the uninsured portion of losses to City
buildings and contents, vehicles, watercraft, boilers, machinery, workers’ compensation and employers’ liability, employees’
health insurance, third party general liability and automobile liability losses. The Office of Risk Management, within the
Department of Finance, administers the fund.

Internal Control

City management is responsible for establishing and maintaining effective internal control over financial reporting.

ECONOMIC PROFILE AND OUTLOOK

Baltimore is the historic, business, education and cultural center of Maryland. The City benefits from being in one of
the wealthiest states in the nation and is the northern anchor of the Washington-Baltimore-Northern Virginia Combined
Statistical Area — one of the largest, wealthiest and best educated population centers in the country. The City’s economy has
traditionally benefited from its location as it is accessible to a large and diversified workforce. With an excellent highway
and rail transportation system, the City is able to access both mid-western and north-eastern markets thus supporting its
international port activity. About 328,984 or 27.0% of the 1.22 million jobs in the metropolitan area are located in the City.
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The City has become less dependent on traditional manufacturing industries. Manufacturing jobs comprise only 3.9% of
the City’s total jobs, which represents a lower percentage than the region and the State; however, health care and education
related services continue to be the leading employment industry, representing 24.1% of the 2012 jobs located in the City.
This proportion is considerably higher than the State and region’s total of 15.8% and 18.7%, respectively. The prominence
of health care and knowledge-related industries is reflected in the City’s major employers. Among the ten largest non-
governmental employers, nine are health care and education-related entities and one is a utility service provider. The City
derives economic strength from the number of jobs in the growing health care sector, and in knowledge-information-based
education and information services sectors. An increasing number of workers in the Washington, D.C. and Northern Virginia
area commute to jobs from homes in Baltimore.

The City supports and builds on the strengths of its internationally renowned higher education and health care institutions,
most notably the Johns Hopkins Hospital and Health System—the world’s premier medical facility, and the University
of Maryland School of Medicine—the nation’s first public medical school and one of the nation’s largest public medical
school research dollar recipients. Between fiscal year 2011 and fiscal year 2012, a total of $1.7 billion of major development
in the City related to higher education and health care institutions was completed, and another $805 million was under
construction, including the Johns Hopkins Hospital — New Clinical Building, the Mercy Medical Center — Mary Catherine
Bunting Center, the Maryland Proton Treatment Center, the Science and Technology Park at Johns Hopkins University, and
the University of Maryland Medical System’s shock trauma expansion.

The population trend is often considered the single most important economic factor in the City due to the fact that Baltimore’s
population peaked at 949,708 in 1950 and had declined to 620,921 in 2010. This 60 year trend reflects an average monthly
drop of 457 persons with some decades experiencing faster drops than others. The 1970’s saw the greatest declines. During
this period, population loss approached 12,000 per year, or 1,000 per month; however, even though the City is not gaining
residents yet, the loss rate has declined in recent years, experiencing an average monthly drop of 216 people since 2001.

Economic Outlook

After three years of constrained growth, the economy is poised for a sustained period of expansion. Increases in the
Gross Domestic Product (GDP) and the stock market are pointing to continued improvement, if artificial governmental
constraints, such as sequestration, are removed. GDP growth is expected to average under 2% during fiscal year 2014, with
the impact of sequestration constraining the growth further. The stock market has traditionally acted as a leading indicator
of the economy. The market continues to recover despite a series of shocks experienced in the summer of 2011. The
European debt crises, the S&P downgrading, the fiscal cliff and sequestration have all reined in potential growth. Without
these occurrences, it is likely the economy would be significantly more robust. Continued low interest rates by the Federal
Reserve have provided the market with legs that it might not otherwise have had. The recent market growth suggests
that the economy will continue to grow in the near term as the Dow Jones Industrial Index pushes towards a sustained level
above 14,000.

For the first time in several years, the Governor’s budget does not reduce State aid or place further unfunded mandates on
the City, although the impact of sequestration is still an uncertainty in the State budget. Even still, the reductions in funding
from previous sessions will continue to impact the City in the future. This is especially true of the educational maintenance
of effort requirement that substantially escalates the City’s contribution to the school system.

Jobs and Employment

Employment continues to experience very slow growth in the City, but that too should improve if the service sector
continues to expand. Employment growth has slowed from the previous year with an average growth of 130 jobs per
month since January 2010, and the unemployment rate continues to remain high for the City. In October 2009, the national
unemployment rate peaked at 10.1%, but has since fallen to 7.8% in December of 2012. The City unemployment rate peaked
in August 2010 at 11.5%, but has since leveled off and is currently 9.9% as of December 2012.

The most recent data from the State Department of Labor, Licensing and Regulation (DLLR) indicates that the City has
stabilized the number of jobs. The DLLR reported an average of 328,984 jobs located in the City during calendar year
2011, which represents an increase of 0.8% compared to the average of 326,654 jobs in calendar year 2010. Total jobs in
the City peaked in 2000 with 387,557 jobs; since then, the City has experienced an average decline of about 444 jobs per
month through calendar year 2011. Calendar year 2011 represents the first year since 2000 where the City has experienced
employment growth, which shows the improvements in the City’s job market after the national recession. As of December
2012, there were an estimated 250,839 City residents employed. The difference between employed residents and jobs in the
City reflects a net contribution of approximately 76,000 jobs to surrounding communities.
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Retail Sales

During the 2007 Special Legislative Session, the Maryland General Assembly approved an increase in the State’s retail sales
tax from 5% to 6%. The new rate was effective January 1, 2008. Retail sales reported by the State of Maryland for the City
showed an increase of 4.8% in fiscal year 2012, the first increase in four years. The total value of sales generated in the City
increased $254.3 million to reach the annual total of $5.52 billion; however, sales generated in the City as a percentage of
the total retail sales in the State continue to be at its lowest level of 8.1% since fiscal year 2000 peak of 9.4%. In calendar
year 2012, the City experienced a gross increase of 120 new businesses and a total of 73 other businesses that relocated,
expanded, reopened or signed new leases, which included about 73 restaurants and 58 retailers. In addition, the year-to-
date activity shows that about 24 businesses have started operations in 2013. Retail sales activity continues to be a leading
indicator of the City’s economic activity.

Housing

The housing market has turned the corner and is re-gaining some of the value lost during the recession. After three consecutive
years with annual transactions under 5,000, the Metropolitan Regional Information System (MRIS) reported that in calendar
year 2012 a total 5,080 single-family homes were sold, representing an increase of 2.5% from the 4,957 in calendar year
2011. The total dollar value increased 28.3% compared to calendar year 2011, which was mainly explained by the increase
in the average price of houses sold in the City.

Housing inventories and mortgage rates are both at low levels and are helping to sustain the housing recovery. With mortgage
rates falling to well under 4% and an inventory that continues to decline, the housing market has been steadily re-gaining
the value lost during the Great Recession. Over the four year span from January 2008 to January 2012, the City’s median
housing prices declined by 36.8%. For calendar year 2012, the average sales price was $159,437, a gain of $30,000 over
the calendar year 2011 average price of $129,149. The median sales price increased from $80,000 in calendar year 2011 to
$118,950 in calendar year 2012.

The improvement in the housing market has also extended to the development of new apartments. A total of 105 new
apartments were completed in the downtown area for rental between calendar years 2011 and 2012, bringing the total
number of new apartments built in downtown to 5,135 since calendar year 1999. Another 661 apartment units are currently
under construction in the downtown area with expected delivery time between fiscal year 2013 and fiscal year 2014, and
another 373 units are in the planning phase. The City maintains a strategic position as a market for affordable housing for
buyers in the region. This is particularly important as the regional market has grown to include more Washington, DC and
Northern Virginia commuters.

Port

Port of Baltimore (the Port) activity is sensitive to factors affecting world trade: the state of the economies abroad and
currency markets, among other factors. In calendar year 2012, the Port experienced a mixed effect in its level of activity.
After two years of steady growth, the total tonnage of foreign commerce decreased about 938,000 tons or 2.4% from the
36.6 million tons handled in calendar year 2011; however, the total value increased $2.6 billion or 5.2% from the $51.2
billion of calendar year 2011, becoming a record year by reaching the $53.8 billion mark. Additionally, the overall foreign
and domestic cargo activity totaled 9.6 million tons in calendar year 2012, an increase of 708,000 tons or 8.0%, mainly
explained by the growth of containers handled by the public terminals with 7.1% growth, and the number of automobile and
roll-on/roll-off machinery moved over Baltimore’s public marine terminals, which experienced 18.5% and 16.3% increases,
respectively. The Port moved up two places in its standing and is now ranked as the 9™ largest nationwide port in dollar value,
and 11™ largest nationwide in tonnage. The Port’s future seems promising. The leasing agreement with Port of America to
operate the Seagirt Marine Terminal, which includes the construction of the 50-foot berth and four cranes currently under
construction, places the Port in an excellent competitive position for the upcoming challenges resulting from the widening
of the Panama Canal.

Tourism and Travel Industry

The tourism and travel industries experienced a record year in fiscal year 2012. During fiscal year 2012, the Baltimore
Convention Center repeated the number of hosted events of 162 events experienced in fiscal year 2011, which represented
31 events more than the 131 in fiscal year 2010; however, the average attendance per event increased 27.5% in fiscal year
2012 from 3,015 to 3,843. Even though the number of available hotel rooms in the City has not significantly changed
from the fiscal year 2011 average of 285,000 rooms per month, the average demand increased 2.1% and the occupancy rate
increased from 62.0% in fiscal year 2011 to 63.0% in fiscal year 2012. Due to the increase in demand, the average room
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rate increased 0.7% to $135.9. On the other hand, the travel industry continued improving in fiscal year 2012. There were
about 22.6 million commercial passengers that used the Baltimore Washington International Thurgood Marshall Airport
(BWI), representing an increase of 0.6% compared to fiscal year 2011. Cruise activity through the Port experienced another
extraordinary year in fiscal year 2012. For a second year in a row, more than 100 cruises departed from the port carrying
240,676 passengers. In fiscal year 2012, the Port ranked fifth among East Coast ports, 11" nationwide and 20" worldwide.

Office Development

In fiscal year 2012, the City’s office market continued increasing its total market size and number of office buildings, while
declining its vacancy rate. The City experienced an increase of its office market size by 0.1% to 22.9 million square feet
compared to 22.8 million square feet as of June 2011. Net absorption increased 115,252 square feet or 62.0% over what was
experienced in fiscal year 2011. Vacancy rate decreased 5.6% to 17.5%, and the average retail price was virtually maintained
at $21 per square foot. The change in the vacancy rate was experienced citywide, marking the tenth consecutive quarter of
vacancy rate reduction. The redevelopment of the southern portion of the City, which includes the construction of McHenry
Row at 1500 Whetstone Way, and Under Armour’s (a public company whose mission is Make All Athletes Better) expansion
to the former Tide Point area, is considered one of the main drivers to the office market improvement. Represented by 14
properties and about 750,000 square feet of available space, the southern part of the City experienced a 6.1% vacancy rate
and rental rates of $29.7 per square foot as of June 2012. Other mid-size leasing transactions occurred in fiscal year 2012
that contributed to the net market absorption. Some of the most relevant leasing agreements include the 234,000 square feet
leased by the Maryland Department of Health and Mental Hygiene at 1770 Ashland Avenue. The States Attorney’s Office
leased 64,756 square feet of 120 West Baltimore Street; while the US General Services Administration entered into a 43,444
square feet leasing agreement at the 3701 Koppers Street building. PNC Financial Service Group relocated its Baltimore-
area headquarters to the Verizon Building at 1East Pratt Street and leased an additional 16,000 square feet of this building
to occupy a total 135,000 square feet.

FINANCIAL ACCOMPLISHMENTS

Providing a broad range of urban services with a limited tax base requires maximizing the use of scarce resources and
constant improvement to all aspects of financial management—treasury, budgeting, payroll, risk management, accounting
and procurement. Selected highlights of financial management accomplishments in fiscal year 2012 follow:

e The City maintained a General Obligation (G.O.) bond rating of ‘Aa2’ from Moody’s Investors Service and
‘AA-’ from Standard & Poor’s in May 2010. As Moody’s noted in its 2009 report when discussing the City’s
stable rating outlook given the current economic climate, “the rating reflects the City’s sound financial position,
characterized by recently-enhanced fiscal policies, healthy fund balance levels, and sustained operating stability
through several economic cycles.”

e The City has taken important steps to comply with Governmental Accounting Standards Board (GASB) 45,
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions (OBEP),
including the creation of a Retiree Benefit Trust, a Memorandum of Understanding with the Employees’
Retirement System to manage the Trust, and regular contributions to the Trust including a dedicated revenue
stream from the Medicare Part D employer subsidy. As of June 30, 2012, the OPEB Trust had net assets of
$262.4 million, which is an increase from $207.1 million as of June 30, 2011. Unfunded actuarial accrued
liabilities declined from $2.02 billion in the fiscal year 2011 valuation to $1.49 billion in the fiscal year 2012
valuation. The reduction in liabilities is from several actions taken by the City over the past two years, including
redesign of the City’s medical plans, cost-sharing for prescription drug coverage, and establishment of a waiver
plan for Medicare drug coverage that accounts for increased federal subsidies.

e By 2020, federal prescription drug coverage for Medicare Part D enrollees will be equivalent to the level
currently funded by the City and the City will sunset its supplemental prescription drug benefit. As a result of
the decrease in unfunded liability and planned future savings, the City is able to reduce its contribution to the
OPEB Trust from $8.5 million in fiscal year 2013 to a proposed $3.5 million for fiscal year 2014.

The positive outcome of effective financial management is evident in the City’s general fund balance sheet position. Despite
a global recession, the City still maintained a balance of $90,060,000 in its budget stabilization fund as of June 30, 2012.
When combined with an unassigned fund balance of $1,640,000, the total of $91,700,000 comprises 6.5% of general fund
revenues, a positive reflection on the strength of the City’s balance sheet.
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MAJOR INITIATIVES AND ACCOMPLISHMENTS

The City of Baltimore faces a number of challenges that are not unique to many older cities. This Administration is in the
midst of an aggressive plan to grow the City’s population base by 10,000 families over the next 10 years. In order to achieve
this aggressive vision, the Administration has identified six priority outcomes to provide a framework for funding City
services. All of the strategies and initiatives funded within these priority outcomes seek to make Baltimore a better, safer,
and stronger City for its residents and visitors.

The following sections highlight key advances that have been made across Baltimore’s six priority outcomes.

Better Schools

Fulfilled Commitment to Baltimore City Schools: The City fulfilled its $201.3 million maintenance of effort to Baltimore
City Public Schools, this funding supported debt service payments for a variety of capital projects, retiree health benefits,
and funding for school crossing guards. In fiscal year 2012, the City began to prepare for a major push towards to new school
construction to improve the physical quality of Baltimore’s schools.

Enhancing Workforce Training Opportunities: Increased funding was provided to ensure nearly 700 out-of-school youth
will have access to vital educational, workforce and personal support services.

Maintained Funding for School Health Services and City Libraries: Both of these services play an important role in
improving the mental and physical well being of Baltimore’s population. This funding allowed the Health Department to
continue to operate all school-based centers at the prior year’s level. Additionally, the Enoch Pratt Free Library was able to
keep all branches open while continuing to offer literacy and job training programs.

Safer Streets

Continued the Mayor’s Aggressive Police Hiring Plan: The fiscal year 2012 budget provided the resources necessary to
continue the Mayor’s plan to reduce the number of police vacancies through aggressive recruitment and training efforts. This
plan seeks to increase the number of police officers on the street while reducing the agency’s overtime spending.

Continued Outreach to Frequent 911 Callers: The fiscal year 2012 budget continued to fund Operation CARE, which is
a partnership between the Health Department and Fire Department. The collaborative approach connects the most frequent
911 callers with nurses and primary medical care to reduce the number of 911 calls for non-emergency events.

Continued Commitment to Youth Violence Prevention: The fiscal year 2012 budget supported evidence-based youth
violence prevention programming that has proven to reduce violence in targeted neighborhoods.

Ongoing Investments in Crime Camera Technology: Crime cameras have been proven to reduce crime by 25% in targeted
neighborhoods. The fiscal year 2012 budget supported the operation of 515 crime cameras throughout the City.

Stronger Neighborhoods

Implementation of Vacants-to-Value Initiative: The fiscal year 2012 budget provided increased funding for blight
elimination and code enforcement activities that are focused on reducing the number of vacant structures throughout
Baltimore. This initiative has resulted in a streamlined property disposition process and strategic enforcement of City
housing code requirements.

Ongoing Investment in Recreation Centers and Swimming Pools: The Department of Recreation and Parks provided a
full range of recreational opportunities to residents of all ages at the City’s recreation centers and aquatics facilities. In fiscal
year 2012, the City began to implement the Mayor’s Recreation Center Task Force Report that was focused on improving
the quality of recreation centers while partnering with non-profit organizations to operate the facilities.

Promote Sustainable Transportation in Baltimore’s Neighborhoods: Through the Department of Transportation (DOT),
the fiscal year 2012 budget continued to provide free public transit options for residents and visitors with the operation of
the Charm City Circulator. DOT also continued to promote other sustainable forms of transit including biking and walking.
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A Growing Economy

Increased Funding for Small Business Support and Career Centers: Baltimore, like the rest of the nation, has been faced
with ongoing uncertainty regarding the job market. The City continued to make investments in small business development
in key growth sectors. The budget also supported community job hubs to connect residents with employment opportunities.

Support Economic Development Activities through the Baltimore Development Corporation: The fiscal year 2012
budget provided operating funds to the Baltimore Development Corporation (BDC). With these funds, BDC focused on
retaining current business while attracting new businesses. BDC also lead efforts in negotiating the sale or lease of City-
owned property for the purpose of business development. All of these efforts taken together are intended to grow the overall
tax base of Baltimore City.

Provide Funding for Ongoing Youth Job Training through the Youthworks Program: This initiative worked to connect
City youth with summer job placement opportunities. Program participants were exposed to a variety of career opportunities
and skill development to prepare them for future employment.

Innovative Government

Investments in Innovation: Fiscal year 2012 was the first year of utilizing a revolving fund to invest in ideas with the
potential to improve service delivery for citizens while reducing costs. In fiscal year 2012, three projects received funding.
These projects included modernizing the building plan review and permitting process, making the food inspection process
paperless, and recordkeeping upgrades in the City’s health lab. Savings resulting from these projects will be returned to the
revolving fund to continue investing in new ideas.

Reduction in Overhead Administrative Costs: In a push to increase efficiency, administrative costs were reduced by 10%
across all the City’s major agencies.

Continued 311 Call Center Operations: The fiscal year 2012 budget continued the operations of the 311 call centers. This
played an important role in providing a single point of contact for residents requesting services, as well as obtaining general
information. In fiscal year 2012, call centers were operational seven days per week.

A Cleaner and Healthier City

Implement City Food Policy Plan to Reduce Food Deserts: This plan, born out of task force findings, is focused on
increasing access to healthy foods while fighting childhood obesity.

Continue to Encourage Recycling Activities: The fiscal year 2012 budget provided full funding to the 1+1 trash and
recycling program with the goal of providing recycling services to City residents in a manner that is user-friendly and
encourages increased recycling.

Support Proactive Tree Maintenance Efforts: Through the Urban Forestry program, this initiative implemented a proactive
tree pruning program aimed at reducing fallen limbs resulting from significant weather events.

Ongoing Funding for Baby Basics Maternal Health Program: In fiscal year 2012, the budget provided funding to the
Family League of Baltimore City to continue implementing the Baby Basics Program. This effort provides pre and post-
natal services to high risk mothers. This effort is an important component in improving positive birth outcomes throughout
the City.
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CITY OF BALTIMORE M KPMG LLP

Suite 12000

STEPHANIE RAWLINGS-BLAKE 1801 K Street, NW
Mayor Washington, DC 20006
DEPARTMENT OF AUDITS

Room 321, City Hall
Baltimore, Maryland 21202

Independent Auditor’s Report

The Mayor, City Council, Comptroller and
Board of Estimates
City of Baltimore, Maryland:

We have jointly audited the accompanying financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of the
City of Baltimore, Maryland (the City), as of and for the year ended June 30, 2012, which collectively comprise the City’s
basic financial statements as listed in the table of contents. These financial statements are the responsibility of the City of
Baltimore, Maryland’s management. Our responsibility is to express opinions on these financial statements based on our
audit. We did not jointly audit the financial statements of the Pension Trust Funds. We also did not audit the Baltimore City
Public School System and the Baltimore Hotel Corporation, which comprise the City’s discretely presented component units.
The financial statements of the Pension Trust Funds were audited by the City Auditor acting separately whose report thereon
has been furnished to us. The Baltimore City Public School System and the Baltimore Hotel Corporation were audited by
other auditors whose reports thereon have been furnished to us. Our opinions, insofar as they relate to the amounts included
for the Pension Trust Funds, the Baltimore City Public School System and the Baltimore Hotel Corporation, are based solely
on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the City’s internal control over financial reporting. Accordingly, we express
no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to above present
fairly, in all material respects, the respective financial position of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of the
City of Baltimore, Maryland, as of June 30, 2012, and the respective changes in financial position, and where applicable,
cash flows thereof for the year then ended in conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated August 19, 2013 on our
consideration of the City’s internal control over financial reporting and on our tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be considered in assessing the results of our audit.

U.S. generally accepted accounting principles require that the management’s discussion and analysis and the required
supplementary information on pages 3 through 15 and on pages 73 through 78 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures to

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
1 (“KPMG International”), a Swiss entity.



the required supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted principally of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City’s
basic financial statements. The introductory section, the combining and individual fund statements and schedules and the
statistical section as listed in the accompanying table of contents are presented for purposes of additional analysis and are
not a required part of the basic financial statements. The combining and individual fund statements and schedules have been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, in conjunction
with other auditors, are fairly stated in all material respects in relation to the basic financial statements taken as a whole. The
introductory section and the statistical section have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

A %@ , KPMe P

Robert L. McCarty Jr., CPA Independent Auditors
City Auditor
Department of Audits

August 19, 2013



MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

This section of the City of Baltimore’s (City) Comprehensive Annual Financial Report (CAFR) presents a narrative overview
and analysis of the financial activities of the City for the fiscal year ended June 30, 2012. We encourage readers to consider
the information presented here in conjunction with additional information that we have furnished in our letter of transmittal.

FINANCIAL HIGHLIGHTS

The assets of the City exceeded its liabilities at the close of fiscal year 2012 by $4.3 billion (net assets). This amount includes
$13.0 million (restricted net assets) and is net of an unrestricted deficit of $237.9 million. During the fiscal year, the City’s
total net assets increased by $138.0 million.

As of June 30, 2012, the City’s governmental funds reported combined ending fund balances of $253.6 million. At the close
of the fiscal year, unassigned fund balance for the general fund was $91.7 million.

The City’s total long-term debt decreased by $64.0 million, during fiscal year 2012.

OVERVIEW OF THE FINANCIAL STATEMENTS

Governmental Accounting Standards Board Statement No. 34 requires the utilization of dual focus financial reporting. The
purpose of this overview is to provide the reader with an introduction to the City’s basic financial statements prepared under
these reporting requirements.

The City’s basic financial statements comprise three components:

(1) Government-wide financial statements,
(2) Fund financial statements, and
(3) Notes to the basic financial statements.

The report also contains required and other supplementary information including notes to the Required Supplementary
Information in addition to the basic financial statements themselves.

Measurement focus refers to what is measured and reported in a fund’s operating statement while basis of accounting
determines when a transaction or event is recognized in these funds. Under the accrual basis of accounting, most transactions
are recorded when they occur, regardless of when cash is received or disbursed. Under the modified accrual basis of
accounting, revenues and other financial resources are recognized when they become susceptible to accrual; that is, when
they become both measurable and available to finance expenditures of the current period. Expenditures are recognized when
the fund liability is incurred with certain exceptions.

Financial Report Layout and Structure

The total economic resources focus is intended to determine if a fund is better or worse off economically as a result of events
and transactions of the period. This focus utilizes the accrual basis of accounting to record events and transactions that
improve (revenues or gains) or diminish (expenses or losses) a fund’s economic position. It is the focus used by businesses.
Until the advent of GASB 34, this focus was utilized by the public sector only to report on its business (self-supporting)
activities.

The current financial resources focus is intended to determine if there are more or less resources that can be spent in the
near future as a result of events and transactions of the period. This focus utilizes the modified accrual basis of accounting
to record increases (revenues or other financing sources) or decreases (expenditures and other financing uses) in a fund’s
spendable resources. For most state and local governments, this focus is their legally mandated accounting method and
with the incorporation of encumbrances (spending commitments), the one utilized to determine adherence to budgetary
requirements.
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Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the City’s finances,
in a manner similar to a private-sector business. This section contains the Statement of Net Assets and the Statement of
Activities.

The Statement of Net Assets presents information on all of the City’s assets and liabilities, with the difference between the
two reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of whether or not
the financial position of the City is improving or deteriorating.

The Statement of Activities presents information showing how the City’s net assets changed during the most recent fiscal
year. All changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will only result
in cash flows in future fiscal periods, such as, revenues pertaining to uncollected taxes and expenses pertaining to earned,
but unused, vacation and sick leave.

Both of the government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover all, or a
significant portion, of their costs through user fees and charges (business-type activities). The governmental activities of
the City include general government, public safety and regulation, conservation of health, social services, education, public



library, recreation and culture, highways and streets, sanitation and waste removal, public service, economic development,
and interest expense. The business-type activities of the City include water and sewer utilities, parking facilities and several
other fee supported activities.

The government-wide financial statements include, not only the City itself (known as the primary government), but also
the legally separate activities of the Baltimore City Public School System and the Baltimore Hotel Corporation. Summary
financial information for these component units are reported separately from the financial information presented for the
primary government itself. The Baltimore City Public School System prepared its own financial statements, which are also
prepared in conformity with GASB 34 and audited. The Baltimore Hotel Corporation prepared its own financial statements
in conformity to FASB ASC 958, Not-for-Profit Entities.

Fund Financial Statements

The fund financial statements are designed to report information about groupings of related accounts which are used to
maintain control over resources that have been segregated for specific activities or objectives. The City, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.
All of the funds of the City can be divided into the following three categories: governmental funds, proprietary funds, and
fiduciary funds.

Governmental funds

Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements, i.e., most of the City’s basic services are reported in governmental funds. These
statements, however, focus on; (1) how cash and other financial assets can readily be converted to available resources and (2)
the balances left at year-end that are available for spending. Such information may be useful in determining what financial
resources are available in the near future to finance the City’s programs. Because the focus of governmental funds is
narrower than that of the government-wide financial statements, it is useful to compare the information presented for
governmental funds with similar information presented for governmental activities in the government-wide financial
statements. By doing so, readers may better understand the long-term impact of the City’s near-term financing decisions.
Both the governmental fund Balance Sheet and the governmental fund Statement of Revenues, Expenditures, and Changes
in Fund Balances provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities.

The City maintains several major governmental funds (general, motor vehicle, grants revenue, and capital projects).
Information is presented separately in the governmental fund Balance Sheet and in the governmental fund Statement of
Revenues, Expenditures, and Changes in Fund Balances for these major funds. Data from the remaining governmental funds
are combined into a single, aggregated presentation. Individual fund data for each of the non-major governmental funds is
provided in the form of combining statements as presented in supplementary information herein.

Proprietary funds

Proprietary funds are generally used to account for services for which the City charges customers — either outside
customers, or internal units or departments of the City. Proprietary funds distinguish operating revenues and expenses from
non-operating items. Operating revenues and expenses generally result from providing services in connection with the fund’s
principal ongoing operations. The principal operating revenues of the City’s enterprise and internal service funds are charges
for customer services including: water, sewer, parking fees, commercial and industrial rents, printing services, vehicle
maintenance fees, telecommunication, central post office fees and risk management. Operating expenses for enterprise funds
and internal service funds include the cost of services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as non-operating revenues and expenses. Proprietary funds
provide the same type of information as shown in the government-wide financial statements.

The City maintains the following two types of proprietary funds:

e Enterprisefunds are usedtoreportthe same functions presented as business-type activities in the government-wide
financial statements. Enterprise funds are used to accountforthe operations of the City ’sbusiness-typeactivitiesand
include water and sewer utilities, and parking facilities, all of which are considered to be major funds of the City, and
several other non-major fee supported activities.



e Internal Service funds are used to report activities that provide supplies and services for certain City
programs and activities. The City uses internal service funds to account for its fleet of vehicles, printing
and mail services, telecommunications services, and risk management program. Because these services
predominantly benefit governmental rather than business-type functions, they have been included within
governmental activities in the government-wide financial statements. The internal service funds are
combined into a single, aggregated presentation in the proprietary fund financial statements. Individual
fund data for the internal service funds is provided in the form of combining statements elsewhere in
this report.

Fiduciary funds

Fiduciary funds are used to report assets held in a trust or agency capacity for others. These resources cannot be used to
support the City’s own programs and are not reflected in the government-wide financial statements. The City’s fiduciary
funds are comprised of pension trust, OPEB trust and agency funds.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements.

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report presents certain required supplementary
information concerning the City’s progress in funding its obligation to provide pension benefits to its employees.

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Primary Government)

The City’s financial statements are prepared in conformity with the reporting model required by Governmental Accounting
Standards Board Statement No. 34 (GASB 34), Basic Financial Statements — and Management’s Discussion and Analysis
(MD&A) — for State and Local Governments. The report includes prior fiscal year results for the purpose of providing
comparative information for the MD&A.

CITY OF BALTIMORE

Net Assets
For the fiscal years 2012 and 2011

(Expressed in Thousands)

Governmental activities Business-type activities Total
2012 2011 2012 2011 2012 2011

Current and other assets including deferred outflows of resources. . ........ $ 978,953 $ 986,080 $ 780,377 $ 800,107 $ 1,759,330 $ 1,786,187
Capital @SSEtS, MEL. . . . oottt ettt 3,480,923 3,451,706 2,805,520 2,640,079 6,286,443 6,091,785

TOtal ASSELS .+« « o v vttt e 4,459,876 4,437,786 3,585,897 3,440,186 8,045,773 7,877,972
Long-term liabilities outstanding . . .. ...........cooiiiiuiiinnnaa . 1,557,038 1,587,339 1,404,956 1,451,818 2,961,994 3,039,157
Other Habilities. . . ..o oottt ettt e e e e 471,097 441,596 290,069 212,676 761,166 654,272

Total Habilities . . ... ..ottt ettt 2,028,135 2,028,935 1,695,025 1,664,494 3,723,160 3,693,429
Net assets:
Invested in capital assets, net of related debt . . ........................ 2,739,761 2,989,607 1,646,769 1,461,618 4,386,530 4,451,225
RESHICIEA « .+« vttt ettt e 13,013 14,931 160,955 142,070 173,968 157,001
UNrestricted . . ...ttt ettt e (321,033) (595,687) 83,148 172,004 (237,885) (423,683)

Total net assets and deferred outflows of resources . ............... $2,431,741  $2,408,851 $ 1,890,872  $ 1,775,692 $4,322,613 $ 4,184,543




Analysis of Net Assets

As noted earlier, net assets may serve as a useful indicator of the City’s financial position. For the City, assets exceeded
liabilities by $4.3 billion at the close of fiscal year 2012. The City’s net assets include its investment of $4.4 billion in
capital assets (e.g., land, buildings, and equipment), less any related outstanding debt used to acquire those assets. The City
uses these capital assets to provide services to citizens; consequently, these assets are not available for future spending.
Although the City’s investment in its capital assets is reported net of related debt, it should be noted that the resources needed
to repay this debt must be provided from other sources, since the capital assets themselves cannot be liquidated for these
liabilities. An additional portion of the City’s net assets, $13.0 million, represents resources that are subject to external
restrictions on how they may be used. The remaining balance is a deficit in unrestricted net assets of $237.9 million.

CITY OF BALTIMORE
Changes in Net Assets

For the fiscal years 2012 and 2011

(Expressed in Thousands)

Governmental activities Business-type activities Total
2012 2011 2012 2011 2012 2011

Revenues:

Program revenues:
Charges fOr SErVICeS . . . ottt ettt $ 118,556 $109,872 $ 405,735 $ 382,387 $ 524,291 $ 492,259
Operating grants and contributions ......................... 400,678 399,844 400,678 399,844
Capital grants and contributions. .. ......................... 71,258 72,758 100,922 72,257 172,180 145,015

General revenues:
Property taXes. . . oottt e e e 769,094 813,613 769,094 813,613
TNCOME LAXES. . . o vt vttt et et 257,893 234,955 257,893 234,955
State shared revenue . ........... ...t 130,286 127,433 130,286 127,433
Transfer and recordation tax. .. .................o.uuion. .. 42,973 41,270 42,973 41,270
Electricand gas taX. .. ...ttt 35,684 37,532 35,684 37,532
Telecommunications taX. . . ........o it e i, 34,185 34,937 34,185 34,937
AdMiSSION. . .ot 7,581 8,185 7,581 8,185
Other. . ..o 112,216 85,042 3,075 5,743 115,291 90,785
TOtal TEVENUES . ..o\ttt ettt et e 1,980,404 1,965,441 509,732 460,387 2,490,136 2,425,828

Expenses:
General gOVErnMeNt. . ..........ouiuuiiiinneii 443,957 452,449 443,957 452,449
Public safety and regulation . ............ ... .. ... .. ... ... 577,963 525,792 577,963 525,792
Conservationof health .. .......... ... ... ... . ... ... 154,105 151,192 154,105 151,192
SOCIAL SEIVICES . o vt ettt e 31,156 14,581 31,156 14,581
Education .. ... 260,935 265,204 260,935 265,204
Public library . ........ ..o 33,390 33,309 33,390 33,309
Recreationand culture . ........ ... ... ... . ... ... ... ... ..., 49,291 48,165 49,291 48,165
Highways and streets . ............ . ... .o iiiiiiino... 162,290 140,309 162,290 140,309
Sanitation and waste removal . . ............ ... ... . ......... 65,677 61,605 65,677 61,605
Public SEIVIiCe . . .o\ v it 26,676 25,059 26,676 25,059
Economic development ............ ... .. .. i 169,896 183,331 169,896 183,331
INEErest . . oot 32,624 47,391 32,624 47,391
WaALeT .« .o 131,271 120,736 131,271 120,736
WaASEE WALET . . oottt ettt e 173,106 159,776 173,106 159,776
Parking. ... ... 25,332 19,853 25,332 19,853
Nonmajor proprietary . ... ......o.uuuiii i 13,287 13,860 13,287 13,860
Total EXPENSES . ... vvv ittt e 2,007,960 1,948,387 342,996 314,225 2,350,956 2,262,612
Increase (decrease) in net assets before transfers ... ............ (27,556) 17,054 166,736 146,162 139,180 163,216

Transfers:

Transfers in (OUL) . .. ..ottt 50,446 55,522 (50,446) (55,522)

Change i NEt @SSELS . . .. oottt et e et e et e e e 22,890 72,576 116,290 90,640 139,180 163,216

Net assets — beginning. . ... ..ottt 2,408,851 2,336,275 1,774,582 1,685,052 4,183,433 4,021,327

Net assets— ending . .. ...ttt $2,431,741 $2,408,851 $1,890,872 $1,775,692 $4,322,613 $4,184,543




Analysis of Changes in Net Assets

The overall increase in the City’s net assets amounted to $139.2 million during fiscal year 2012. These changes are explained
in the government and business-type activities discussion below.

Expenses and Program Revenues — Governmental Activities (expressed in thousands)

$700,000
$600,000 1
$500,000 -
$400,000 -
$300,000 -
$200,000 -
$100,000 -
> General Public Conservation Social Public Recreation | Highways Sanitation Public Economic
Government Safetyapd of Health Services Education Library and Culture | and Streets and Waste Service  |Development Interest
Regulation Removal
DExpenses $443,957 577,963 154,105 31,156 260,935 33,390 49,291 162,290 65,677 26,676 169,896 32,624
BProgram Rev |  $63,701 52,233 203,741 28,023 15,033 9,283 71,869 11,186 5,253 130,170

Revenues By Source — Governmental Activities

Capital Grants and 3%
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4%

Property Taxes
39%

Operating Grants and
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20%
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6%
State Shared Revenue

6% Other Taxes
9%

Governmental Activities

During the current fiscal year, expenses related to governmental activities amounted to $2.0 billion, this is greater than
revenues by $27.5 million. Total revenue of $1.9 billion is comprised of program revenues totaling $590.5 million, or
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29.8%. Program revenues are the principal source of funding for the City’s general government, health, and economic
development activities. Other major activities including public safety and regulation, as well as the highways and streets
program, are primarily supported by general revenues. A more detailed analysis of the governmental activities is discussed
in the “Financial Analysis of the City’s Funds” section.

During fiscal year 2012, governmental revenue increased by $15.0 million. This increase is primarily attributable to increases
in charges for services and income taxes, which was offset by a decrease in property taxes.

Governmental expenses increased by $59.6 million during fiscal year 2012. This increase is primarily attributable to increases
in public safety of $52.2 million and in highways and streets of $22.0 million.

Expenses and Program Revenues—Business-type Activities (expressed in thousands)

$180,000
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Water Waste Water Parking Nonmajor
Proprietary
OExpenses $131,271 173,106 25,332 13,287

B Charges for Services $132,340 179,873 81,476 12,046

Business-type Activities

Charges for services represent the principal revenue source for the City’s business-type activities. During the current fiscal
year, revenue from business-type activities totaled $509.7 million. Expenses and transfers for these activities totaled $393.4
million and resulted in an increase in net assets of $116.3 million.

Operating revenues increased by $22.8 million in fiscal year 2012 in the Water and Waste Water Utility Funds. The increase
was attributable to a utility rate increase inplemented during the fiscal year. Capital assets increased by $165.4 million as a
result of the two utilities funds’ efforts to build environmentally sound facilities.



FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term inflows, outflows, and balances of
resources that are available for spending. Such information is useful in assessing the City’s financing requirements. In
particular, an unreserved fund balance may serve as a useful measure of the City’s net resources available for spending at the
end of the fiscal year. Types of major governmental funds reported by the City include the general fund, motor vehicle fund,
grants revenue fund, and capital projects fund. Data from the remaining governmental funds are combined into a single,
aggregated presentation as other nonmajor funds. Effective June 30, 2012, the assets and liabilities of the motor vehicle fund
were transferred to the general fund. Future operations will also be accounted for in the general fund.



CITY OF BALTIMORE

Comparative Schedule of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For the Fiscal Years 2012 and 2011

(Expressed in Thousands)

Variance
2012 2011 Amount
Revenues:
General fund:
PIOPEILY TAXES . . o oot ettt ettt e e e e e e e ettt e e e e $ 731,410 $793,717 $(62,307)
INCOME tAXES . . . oottt e e e e e e e e e 257,893 234,955 22,938
Other 10cal— taXES. . . . oot 217,281 147,366 69,915
TOtAl LOCAL LAXES . .+« v e ettt e et e e e e e e e e e e e e e e 1,206,584 1,176,038 30,546
Licenses and Permits .. ... ... ...ttt et e e 37,585 42,129 (4,544)
Interest, rentals, and other INVEStMENT INCOME . . . . . .. .o\ttt ittt et et et et et et et e e et 16,244 21,903 (5,659)
Federal Grants ... ... ... ...ttt e 226 226
SHALE GLANES . . o . ottt ettt e e e e e e e e e e e s 95,651 89,453 6,198
ORI, .« oottt 51,649 53,313 (1,664)
Total revenues— general fund .. ... ... .. 1,407,939 1,382,836 25,103
Other governmental funds:
Motor vehicle fund. . . . ... e 169,768 160,974 8,794
Grants revenue fUNA . . . .. ... e s 285,240 292,887 (7,647)
Capital projects fUNd. . . .. ... 93,966 84,230 9,736
Other fUNAS . . .. oo e 29,339 26,245 3,094
Total revenues other governmental funds. . ... .. 578,313 564,336 13,977
Total revenues all governmental funds . .. ... ... 1,986,252 1,947,172 39,080
Expenditures:
General fund:
General GOVEIMMENT . . . . ..ottt ittt ettt e ettt e et e e e e e e 387,650 375,814 11,836
Public safety and regulation . . . ... ... 463,410 452,977 10,433
Conservation of health . . . ... ... . e 44,033 44,076 (43)
SOCIAL SEIVICES . . . v ottt ettt et e e e e e e e e e e e e 707 1,361 (654)
EdUucation . . .. .ot e 254,626 247,074 7,552
Public LIDIary . .. ...t e 23,829 23,890 61)
Recreation and CUlture . . .. ... ... 34,749 37,981 (3,232)
Highways and Streets . . .. ...ttt e e 19,336 16,838 2,498
Sanitation and waste removal . .. ... ... s 40,936 39,503 1,433
PUDLIC SEIVICE . ..ot 17,350 16,403 947
Economic development . ... ... ... e 46,741 36,589 10,152
Total expenditures— general fund .. ... ... 1,333,367 1,292,506 40,861
Other governmental funds:
Motor vehicle fund . . .. ... 148,769 140,223 8,546
Grants revenue fUNA . . . ... ..o e e 298,287 292,497 5,790
Capital projects fUNd . . .. ... 208,837 199,217 9,620
Other fUNAS. . . ..ot 114,521 119,750 (5,229)
Total expenditures other governmental funds. . ...... ... ... .. . 770,414 751,687 18,727
Total expenditures all governmental funds. ... ... ... .. . 2,103,781 2,044,193 59,588
Excess of eXpenditures OVEI TEVENMUE . . . .. ...ttt ettt ettt e et e e e e e et e e (117,529) (97,021) (20,508)
Other financing sources:
Transters, MOt . . . ..ottt et e e e e e e e e e e e e 50,446 27,422 23,024
Capital Projects Fund:
Capital IRASES . . o o vttt et e e e 41,460 11,020 30,440
Face value of funding and refunding general obligationbonds .. .......... ... ... ... .. ... ... ... ... ... 54,730 (54,730)
Total other fiNANCING SOUICES . . . . .o\ttt ettt et ettt e e e e e e et e 91,906 93,172 (1,266)
Net changes in fund balances .. ....... ... (25,623) (3,849) (21,774)
Fund balances beginning . . .. ... ...t e 279,236 283,085 (3,849)
Fund balances ending . . ... ... $ 253,613 $ 279,236 $(25,623)

Revenues for governmental functions overall totaled approximately $2.0 billion in the fiscal year ended June 30, 2012, which
represents an increase of 2.0% from the fiscal year ended June 30, 2011. Expenditures for governmental functions, totaling
$2.1 billion, increased by approximately 2.9% from the fiscal year ended June 30, 2011. In the fiscal year ended June 30,
2012, expenditures for governmental functions exceeded revenues by $117.5 million, or 5.9%.
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The General Fund is the chief operating fund of the City. Revenue in the General Fund increased $25.1 million as compared
to last year. This increase was attributed to increases in income taxes and other local taxes in fiscal year 2012. During fiscal
year 2012, General Fund expenditures increased by $40.9 million.

The primary areas of change in the general fund expenditures were in general government, education, public safety and
economic development.

General government expenditures increased because of the effect of the continued economic downturn on the operation of
the general fund.

Education expenditures increased primarily because of the retiree health care costs.
Public safety expenditures increased by $10.4 million due to increased police and fire overtime.

At the end of the current fiscal year, the unassigned fund balance of the General Fund was $97.1 million, while total fund
balance was $256.0 million. The fund balance in the City’s General Fund increased by $51.1 million during the fiscal year,
which includes the residual equity transfer from the Motor Vehicle Fund in the amount of $30.3 million.

The Motor Vehicle Fund was established to account for operating and capital transportation programs supported primarily by
State-shared revenues. Every effort is made to spend available proceeds from these funding sources in the year received. For
the current year, receipts of $169.8 million were more than outlays of $148.8 million by $21.0 million. The fund balance
increased from $17.8 million to $30.3 million during the fiscal year. Effective June 30, 2012, the remaining fund balance
was transferred to the general fund where future operations will be accounted for.

The Grants Revenue Fund is used to account for the spending of various Federal, State and special purpose grant funds. Most
of these grants are funded on an expenditure reimbursement basis and the application of Governmental Accounting Standards
Board Statement No. 33 rules on revenue recognition results in year-to-year fluctuations in the fund balance.

The Capital Projects Fund is used to account for the overall financing and expenditures of uncompleted projects. The fund
deficit of $(5.3) million represents authorized projects which are still in progress.
Proprietary Funds

The City’s business-type activities are comprised of the funds listed below. The nonmajor funds include the Loan and
Guarantee Program, Industrial Development Authority, and Conduit Fund.

(Expressed in Thousands)

Water and Waste Parking Facility Nonmajor Other
Water Utility Funds Fund Funds
2012 2011 2012 2011 2012 2011

OPerating TEVEMUE . . ..o vttt et ettt e e e e e et $312,213 $289,368 $ 81,476 $ 83,040 $ 12,046 $9,979
Operating eXPenSes. . . . ..o v vttt 269,196 252,040 13,366 13,165 13,168 13,887
Operating income (10SS) . ... ...t 43,017 37,328 68,110 69,875 (1,122) (3,908)
Non operating revenues (expenses), capital

contributions, and transfers. . .......... ... ... ... ... ... 71,874 47,739 (62,412) (64,940) 800 3,640
Change iN NEL ASSELS . . .« o vt v vttt et e ettt $ 114,891 $ 85,067 $ 5,698 $4,935 $(322) $(268)

As discussed in the Business-type activities section, the Water and Waste Water Utilities Funds experienced operating
revenue increases in fiscal year 2012. These increases are attributable to rate increases implemented in fiscal year 2012.

The Parking Facilities Fund revenues decreased during the current year. This is primarily due to a decrease in parking fine,
penalty and special parking revenues.



General Fund budgetary highlights

CITY OF BALTIMORE

Schedule of Revenues, Expenditures and Encumbrances
and Changes in Fund Balance — Budget and Actual
Budgetary Basis — General Fund

For the Year Ended June 30,
(Expressed in Thousands)

2012

Variance Variance
With With
Original Final
Budget Budget
Original Final Positive Positive
Budget Budget Actual (Negative) (Negative)
TOLAl TEVEIUCS . .+« o e ettt ettt e e e e e e e ettt e e e e e e e e e $1,388,722  $1,388,722  $1,406,147 $17,425 $17,425
Expenditures and encumbrances:
General GOVEINMENT . ... ...ttt ettt et e e e 367,423 369,802 376,891 (9,468) (7,089)
Public safety and regulation . . .. ... ... 492,477 492,477 492,824 (347) (347)
Conservation of health . .. ... .. 26,758 26,849 24917 1,841 1,932
SOCIAL SEIVICES . o . v ot ettt et e e e e e e e 2,053 2,102 2,128 (75) (26)
Education . ... ... 255,526 258,196 258,151 (2,625) 45
Public LIDIary . . ..ottt e e e e 23,132 23,382 21,818 1,314 1,564
Recreation and culture . . ... ... 31,987 31,987 31,449 538 538
Highways and Streets . . ... ...ttt 13,199 13,199 13,287 (88) (88)
Sanitation and waste removal. . ... ... .. 46,963 47,079 44813 2,150 2,266
PUDLIC SEIVICE . . . o ottt ettt e e 29,134 29,159 27,913 1,221 1,246
Economic development . ... ... ...ttt 41,905 42,588 40,897 1,008 1,691
Total eXPenditlures .. ... ... ...ttt 1,330,557 1,336,820 1,335,088 (4,531) 1,732
Excess of revenues over expenditures and encumbrances .. .......... ... ... . .. 58,165 51,902 71,059
Other financing uses:
Transfers in. . . ..o 41,652 41,652 44,959
Transfers OUL . ... oottt et e (96,834) (96,834) (98,797)
Total other finanCiNg USES .. ... .. .ottt e (55,182) (55,182) (53,838)
Net changes in fund balances . . ....... ... . . i 2,983 (3,280) 17,221
Fund balances beginning .. ....... ... ... 149,986 149,986 149,986
Residual equity transferin .. ... .. 30,338
Fund balances ending . ...........uuntt ittt $ 152,969 $ 146,706 197,545
Adjustments to reconcile to GAAP basis:
Addition of encumbrances outstanding ... .......... ... 65,793
Less: Accounts payable not recorded for budgetary purposes ....................... (7,366)
Fund balance June 30,2012 - GAAPBasis .. .......... ..t $ 255,972

The City’s final budget differs from the original budget in that it contains carry-forward appropriations for various programs
and projects, and supplemental appropriations approved after adoption, and during the fiscal year. During fiscal year 2012,
no supplemental appropriation ordinances were required for the general fund or the motor vehicle fund. Actual expenditures
for the year were more than the original budget by $4.5 million, but were $1.7 million less than adjusted appropriations. Of
this amount, $(5.5) million was related to four governmental activities: higher than budgeted cost for general government
operations amounted to $7.1 million; higher than budgeted cost for public safety operations amounted to $347 thousand;
lower than budgeted cost for health operations amounted to $1.9 million, and higher than budgeted cost for social services

amounted to $26 thousand.

On a budgetary basis, revenue for fiscal year 2012 totaled $1,406.1 million and expenditures and transfers totaled $1,388.9
million. The excess of revenues over expenditures and transfers resulted in a budget basis fund balance at June 30, 2012 of

$197.5 million, an increase of $17.2 million.



Capital Assets

The City’s capital assets for its governmental and business-type activities as of June 30, 2012, amount to $6.3 billion (net of
accumulated depreciation). Capital assets include land, buildings and improvements, machinery and equipment, park
facilities, roads, streets, bridges, and library books. The total increase in the City’s net capital assets for the current fiscal year
was 3.2% (a 0.8% increase for governmental activities and a 6.3% increase for business-type activities) as shown in the table
which follows.

Capital Assets, Net of Depreciation
For the Fiscal Years 2012 and 2011

(Expressed in Thousands)

Governmental activities Business-type activities Total
2012 2011 2012 2011 2012 2011
Landand Other. .. ...... ... . e $374,233 $374,437 $36,597 $36,597 $ 410,830 $411,034
Buildings and Improvements . ............ ... i i 1,024,243 1,048,649 1,898,303 1,946,997 2,922,546 2,995,646
Machinery and Equipment . . ............ . 86,167 92,340 49,229 26,823 135,396 119,163
INFrastruCture . ... ......... it 1,736,971 1,690,969 153,448 45,669 1,890,419 1,736,638
Library BooKS . ........ ... . 25,162 26,473 25,162 26,473
Construction in Progress. . ........ ... . ... .. 234,147 218,838 667,943 583,993 902,090 802,831
Total ... $3,480,923  $3,451,706  $2,805,520  $2,640,079 $6,286,443  $6,091,785

See note number 5 on capital assets.

Debt Administration

At the end of the current fiscal year, the City had total long-term obligations outstanding of $2.5 billion. Of this amount,
$570.1 million was general obligation bonds backed by the full faith and credit of the City, $411.4 million was revenue
bonds for governmental activity at the Convention Center, the Convention Center Hotel, for various storm water projects and
transportation bonds, and $1.5 billion was revenue bonds related to commercial business activity. The remainder includes
revenue bonds, and other obligations of City business and governmental activities.

During fiscal year 2012, the City sold $4.1 million in revenue bonds.

The ratio of net general obligation bonded debt to taxable valuation and the amount of bonded debt per capita are useful
indicators of the City’s debt position for management, citizens, and investors. A comparison of these indicators follows:

FY 2012  FY 2011

Net general bonded debt (expressed in thousands). . . ... ... . $533,352  $594,696
Net general bonded debt Per Capita. .. ... .. ... .. e N/A 959.97
Ratio of net general bonded debt to net assessed Value . ... ... .. 1.7% 1.5%

See note number 7 on long-term obligations.
N/A Information not available

As of June 30, 2012, the City had $570.1 million in authorized, outstanding property tax-supported general obligation bonds.
This amount is reduced by net assets in the Debt Service Fund of $36.8 million for net tax-supported bonded debt of $533.3
million, which is equal to approximately 1.7% of the assessed value of property (net of exemptions). There are an additional
$247.7 million in bonds that are authorized, but unissued.

Economic Factors and Next Year’s Budget and Rates

The fiscal 2013 budget submitted by the Board of Estimates to the Baltimore City Council proposed total appropriations
of $3,069,661,000 of which $1,558,141,000 were for General Fund operations and Pay-As-You-Go (PAYGO) capital. The
City Council, after deliberations pursuant to Charter requirement and power, made no reductions to the total General Fund
or other fund appropriations. The property tax rates on real property and personal property were maintained at $2.268 and
$5.67 per $100 of assessed valuation, respectively. The locally imposed and State mandated income tax rate was 3.20%. The
Ordinance of Estimates was adopted by the City Council and signed by the Mayor on June 25, 2012.



Fiscal 2013 Budget—Economic Factors

A pattern of subdued economic growth began to emerge in some sectors of the economy during fiscal 2012. Still it will be
some time before the City’s economy returns to the robustness displayed prior to the Great Recession, which bottomed out
in mid-2009. It is expected that the City will continue to see modest growth in employment and consumption in fiscal 2013
and fiscal 2014, but that the poor recovery in the housing market will act as a brake to significant, broad economic growth
in the City.

The gross domestic product (GDP), the value of all goods and services produced within the United States, increased by
6.2% between the second quarter of 2009, the bottom of the recession, and the fourth quarter of 2011. Employment in the
City has slowly grown, up from a low of 243,712 in January 2010 to 250,713 in December 2011; this is still down from a
high of 264,000 in June 2007. Housing prices are providing signs that the bottom may have been reached, but it is too early
to determine if there is evidence for an emergent growth trend.

While employment has begun to grow with an average growth of 230 jobs per month since January 2010, the unemployment
rate continues to remain high for the City. In October of 2009, the national unemployment rate peaked at 10.1%, but has
since fallen to 8.3% in January 2012. The City unemployment rate peaked in August 2010 at 11.5%, but has since fallen to
9.3% in December 2011. While the State of Maryland has consistently lower levels of unemployment than the national rates,
the City’s rate is persistently higher.

Low mortgage prices and a semi-constrained inventory appear to be the cause for both the average and median prices for
homes in Baltimore City and the leveling off of prices at a level slightly higher than a year ago. Over the four year span from
January 2008 to January 2012, the City’s median housing prices have declined by 36.8%. The good news is a year-over-year
gain in average price of 23.0% between January 2011 and January 2012. In January 2012, the average sale price of a house
in Baltimore City was $138,074, with the median sale price at $93,100.

The economy is showing signs of a return to a slow growth, but the growth is uneven across economic sectors. Increases
in the GDP and the stock market are pointing to continued improvement. Employment is showing signs of recovery, but
the levels are still below those of the pre-recession periods. The housing market is still on shaky ground but appears to be
stabilizing. The State has a projected $1.0 billion budget shortfall for fiscal 2013 which continues to impact City finances.
The Governor’s budget continues the reductions to local government aid that were made in fiscal years 2010 and 2011. The
Governor has proposed shifting large and growing teacher pension costs to the City without sufficient revenue offsets.

In the aggregate, the economy is slowly moving forward again, however, while some sectors are increasing, others are
still flat with no growth. With such slow growth and a housing sector that has yet to show significant signs of recovery, the
economy is expected to be only slightly above the fiscal 2012 level throughout the City’s three year planning horizon.

Requests for Information

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a general overview
of the City’s finances and to demonstrate the City’s accountability for the money it receives. If you have questions about this
report, or need additional financial information, contact the Director of Finance at the following address:

Room 469, City Hall
100 N. Holliday Street
Baltimore, Maryland 21202



CITY OF BALTIMORE
Statement of Net Assets
June 30, 2012

(Expressed in Thousands)

Component Units

Primary Government Baltimore City ~ Baltimore
Governmental ~ Business-type Public School Hotel
Activities Activities Total System Corporation
Assets and deferred outflows of resources:
Cash and cash equivalents ... ...... ...ttt $222,043 $431,169 $653,212 $183,714 $1,790
INVESHMENLS. . . ...ttt et e 161,906 161,906 58,494 32,568
Property taxes receivable, Net. ... ... ... 19,602 19,602
Other receivables, NEt. . ... ... 42,296 122,353 164,649 7,179 2,240
Due from other gOVernments . . ... ...ttt 153,880 7,263 161,143 36,670
Internal balancCes. . . ... ... it 15,945 (15,945)
Due from primary SOVEIrnment. . .. ...ttt 4,824
INVENtories, at COSt . ... .ottt e 7.722 6,681 14,403 3,270 64
Notes and mortgages receivable, net .. ......... ... .. 309,381 62,325 371,706
(08 N 20,068 59,356 79,424 234 4,270
ISSUANCE COSES . . . oottt 3,208 3,208 1,024 10,671
Capital assets being depreciated, net of accumulated depreciation ..................... 2,872,543 2,100,980 4,973,523 594,547 224,579
Capital assets not being depreciated. . ......... ... . i i 608,380 704,540 1,312,920 56,890
Deferred outflow of resources - interest rate SWaps .. ... ......oouiiniiinninin.. 26,110 103,967 130,077
Total assets and deferred outflows of resources .. ........................ 4,459,876 3,585,897 8,045,773 946,846 276,182
Liabilities:
Accounts payable and accrued liabilities ... ....... ... ... 131,694 37,678 169,372 149,111 8,153
Accrued interest payable ... ... ... 13,610 24,131 37,741 5,295
Estimated claims in progress:
Due withinone year . .. ... . 56,170 56,170
Due in more than One Year . .. ... ...uuu ittt 164,042 164,042
Unamortized premiums onbonds. . ... ... .. 15,958 10,464 26,422
Matured bonds payable. . ... ... 2 2
Unearned TeVENUR. . . . ..ottt ittt ettt et e ettt e e 57,298 57,298 5,840 2,146
Notes payable. . ... .o 300,940
Due to other GOVEIMMENTS. . . .. .\ttt ettt et e e e e e 20,302 20,302
Deposits subject torefund . ... .. . 27,465 15 27,480
Revenue bonds payable net of deferred loss on bond refunding and unamortized charges:
Due Within ONe Year . . ... ...oouu ittt e 11,978 41,444 53,422
Due in more than one year . . ........... .ottt 399,399 1,404,956 1,804,355
Long term debt payable:
Due withinone year . .. ... 54,853 19 54,872 6,673
Due in more than One year . .. ...ttt 662,724 662,724 141,873
Derivative instrument liability . ......... .. . . 26,110 138,535 164,645
Capital leases payable:
Due Within One year . . ...... ...t 27,554 468 28,022 6,987
Due in more than one year . . .......... .ttt 151,607 2,535 154,142 43,733
Compensated absences:
Due Within ONe Year . . .. ..ottt e 44,191 5,306 49,497 4,489
Due in more than one year . ........... ..ttt 77,444 7,773 85,217 61,644
Landfill closure due in more thanone year. . .......... ... ... ...t . 20,122 20,122
Other postemployment benefits obligation. .......... .. ... .. ... .. .. .. . ... 81,700 81,700
Other Habilities ... .. ... i 4,214 1,399 5,613 3,448 13,617
Total liabilities ... ... ... e 2,028,135 1,695,025 3,723,160 423,798 330,151
Net assets (deficits):
Invested in capital assets, net of related debt . . ....... .. ... .. .. L L 2,739,761 1,646,769 4,386,530 420,932 (76,361)
Restricted for:
CONSIIUCHION .« .+ . e e ettt e e e et et e e e e e e e e e e 34,789
DD SEIVICE .« o v vt ettt e e e e e 160,955 160,955
Perpetual care:
Expendable ... ... .. . 6,192 6,192
Nonexpendable. . ... ... o 6,821 6,821
Unrestricted (deficits). . ... ... ... (321,033) 83,148 (237,885) 67,327 22,392
TOtal NEt ASSELS . . . . .ottt et $2,431,741 $1,890,872 $4,322,613 $ 523,048 $ (53,969)

The notes to the basic financial statements are an integral part of this statement.
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CITY OF BALTIMORE
Statement of Activities
For the Year Ended June 30, 2012

(Expressed in Thousands)

Net (Expense) Revenue and Changes in Net Assets
Primary Government Component Units

Program Revenues

Charges Operating Capital Business- Baltimore City Baltimore
for Grants and Grants and Governmental type Public School Hotel
Functions/Programs Expenses Services  Contributions Contributions Activities  Activities  Total System Corporation
Primary Government:
Governmental activities:
General government ............. $ 443,957 $37,113 $ 22,387 $4,201 $ (380,256) $ (380,256)
Public safety and
regulation . ......... ... ... ... 577,963 5,922 46,311 (525,730) (525,730)
Conservation of health . ... ........ 154,105 15,626 188,115 49,636 49,636
Social services .................. 31,156 28,023 (3,133) (3,133)
Education . ..................... 260,935 (260,935) (260,935)
Public library . .................. 33,390 305 14,728 (18,357) (18,357)
Recreation and culture .. .......... 49,291 122 2,847 6,314 (40,008) (40,008)
Highways and streets .. ........... 162,290 38,518 142 33,209 (90,421) (90,421)
Sanitation and waste
removal .......... ... ... ... 65,677 9,455 41 1,690 (54,491) (54,491)
Public service . . ................. 26,676 5,253 (21,423) (21,423)
Economic development ........... 169,896 11,495 92,831 25,844 (39,726) (39,726)
Interest . ......covviiineiin.. 32,624 (32,624) (32,624)
Total governmental
activities . . ........... 2,007,960 118,556 400,678 71,258 (1,417,468) (1,417,468)
Business-type activities:
Water . ... 131,271 132,340 26,858 27,927 27,927
Waste wWater .. .................. 173,106 179,873 73,264 80,031 80,031
Parking ......... ... ... oL 25,332 81,476 56,144 56,144
Nonmajor proprietary ............ 13,287 12,046 800 (441) (441)
Total business-type
activities . . ........... 342,996 405,735 100,922 163,661 163,661
Total primary government . ............. $2,350,956  $524,291  $400,678 $ 172,180 $(1,417,468) 163,661 (1,253,807)
Component units:
Baltimore City Public
School System . ............ $ 1,437,444 $ 1,419,239 $ 46,385 $ 28,180
Baltimore Hotel
Corporation. . .. ............ $ 65,966 $ 53,985 $(11,981)
General revenues:
Propertytaxes ........... .. ... ... . 769,094 769,094
Incometaxes .............o it 257,893 257,893
Transfer and recordation tax. .. ................... 42,973 42,973
Electricand gastax ................ooiuuno... 35,684 35,684
Telecommunications taX ........................ 34,185 34,185
Admissiontax . ........... i 7,581 7,581
Other local taxes. . .......... ... ... ... 58,018 58,018
State shared revenues. . .. ....................... 130,286 130,286
Unrestricted investment income .................. 17,404 3,075 20,479 387 496
Miscellaneous . ................oiiiiii. 36,794 36,794 15,398
Transfers .. ...t 50,446 (50,446)
Total general revenues and transfers ............... 1,440,358 (47,371) 1,392,987 15,785 496
Change innetassets. .............oouveunnne.... 22,890 116,290 139,180 43,965 (11,485)
Net assets— beginning ..............covieun. .. 2,408,851 1,774,582 4,183,433 479,083 (42,484)
Netassets— ending . .........veuunneennneennn.. $2,431,741 $1,890,872 $4,322,613 $523,048 $(53,969)

The notes to the basic financial statements are an integral part of this statement.
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CITY OF BALTIMORE
Balance Sheet
Governmental Funds
June 30, 2012
(Expressed in Thousands)

Capital
Grants Projects Nonmajor
General Fund ~ Revenue Fund Fund Funds Total
Assets:
Cash and cash eqUivalents . ... ... ...ttt $ 6233